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Stabilizing Community Values in the 


Philadelphia Metropolitan District Through Planning 
by RAYMOND S. SHORT} 


R gortentation has characterized 
the city planning function within the 
past generation. New values, new objec- 
tives, new methods, and new techniques 
have come into prominence. Insofar as 
American cities gave thought to planning 
during the nineteenth century, they con- 
cerned themselves for the most part with 
original plats for the layout of streets, 
blocks, and lots. Many towns ard cities 
grew with very little concern for even 
this elementary type of planning. Even 
where the layout of streets, blocks, and 
lots was planned, the plan often pos- 
sessed little merit. 

The pioneer planning emphasis 
throughout most of the nineteenth cen- 
tury emphasized addition to streets and 
lots, water supply, sewage disposal, and 
transportation. Civic consciousness was 
at a low ebb, slums flourished, and pri- 
vate building interests were practically 
unchecked in their pursuit of profits, re- 
gardless of orderly city development. It 
was, perhaps, only natural that the pov- 
erty, degradation, disease, and dismal, 
drab appearance of slums in our large 
cities should awaken the more enlight- 
ened citizens to action against such con- 
ditions. There resulted, not only a move- 
ment by reformers to secure the passage 
of legislation to improve living conditions 
for the unfortunate poor, but also an 
awakened civic concern for the physical 
appearance of cities generally. 

THE CITY BEAUTIFUL 

The expression of the new civic pride 
took the form of the city beautiful. The 
Chicago World’s Fair in 1893 directed the 
attention of men and women from all 
over the country to the aesthetic and 
utilitarian possibilities of an orderly ar- 


Raymond S. Short is an Associate Profes- 
sor of Political Science in the School of 
Business and Public Administration, 
Temple University. He is the delegate of 
Temple University to the Citizens’ Council 
on City Planning. He is also the Impartial 
Arbitrator for The Baldwin Locomotive 
Works and the United Steelworkers of 
America, CIO. 


rangement of public buildings, roads, 
and grounds. The same theme was em- 
phasized by the St. Louis Exposition. 
Characteristic of the city beautiful move- 
ment were monumental buildings, foun- 
tains, civic centers, facades, and boule- 
vards which drew attention from urban 
decay. Martin D. Meyerson and Robert 
B. Mitchell have pointed out that this 
was a period of immature civic pride 
which was reflected in admiration of size 
as well as monumental buildings and 
other spectacular physical developments.’ 
Perhaps the most spectacular of the city 
beautiful developments was Daniel Burn- 
ham’s plan for a monumental waterfront 
and architecturally impressive streets 
and avenues in Chicago. The philosophy 
of the period was best expressed in a 
famous utterance of Burnham: 

“Make no little plans; they have no 
magic to stir men’s blood and probably 
themselves will not be realized. Make 
big plans; aim high in hope and work, 
remembering that a noble, logical dia- 
gram once recorded will never die, but 
long after we are gone will be a living 
thing, asserting itself with ever grow- 
ing insistency. Remember that our sons 
and grandsons are going to do things 
that would stagger us. Let your watch- 
word be order and your beacon 
beauty.’” 
The implementation of the city beauti- 

ful concept was often carried out through 
civic improvement groups or city plan- 
ning committees composed of ovublic 
spirited citizens who supplied the leader- 
ship and often the necessary finances. It 
was not unusual for outside consultants 
on city planning to be called in to make 
surveys and recommendations. After the 
plans were drawn and submitted, the 
consultants moved on. The municipality 
had a plan, but it had no adequate 
machinery for its implementation or 
revision. 


Changing City Patterns,” The Annals 
of the American Academy of Political and 
Social Science. Vol. 242 (November, 1945, 


. 149). 
2International City Managers’ Associa- 
tion, Local Planning Administration, p. 4. 
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The city beautiful movement performed 
a function. It attracted public attention 
and aroused civic interest, both of which 
are essential if planning is to be success- 
ful. But such planning is often unrealistic, 
resulting in plans for development which 
the city’s growth would not warrant and 
which the city would be financially un- 
able to execute. Moreover, such planning 
concentrated on physical development 
and did not encompass the total needs of 
the community. 


MODERN CONCEPT OF PLANNING 
The city exists to serve the purposes 
of man. Its primary purpose is to provide 
adequate living and working accommo- 
dations for its population. Adequate 
living accommodations implies far more 
than physical facilities; it implies a de- 
sirable social, educational, and cultural 
environment, Planning, then, becomes a 
process for coordinating the various ac- 
tivities of the city, looking toward the 
creation of an increasingly better, more 
healthful, convenient and attractive com- 
munity environment in its _ physical, 
economic, and social aspects. Eliel Saari- 
nen has pointed out that the physical, 
economic, and social aspects of the com- 
munity are interdependent. He writes, 
“The city’s ‘form-order’ and ‘social order’ 
cannot be separated; they must be de- 
veloped hand-in-hand, reciprocally inspir- 
ing one another.’” 
PLANNING FOR THE PHILADEL- 
PHIA METROPOLITAN AREA 
Philadelphia’s growth pattern has been 
similar to that of cities of like age. But, 
unlike many other cities, it has enjoyed 
the distinction since its birth of having a 
legal plan for its physical growth. Phila- 
delphia, thus, stands as one of the excep- 
tions to the usual planless growth of 
most towns and cities in the United 
States during the eighteenth and nine- 
teenth centuries. The major feature of 
the original Philadelphia plan as drafted 
by Thomas Holme was its gridiron form 
of street development. The Holme plan 
provided the basis for guiding the orderly 
growth of the city from that time on- 


1The City, Its Growth, Its Decay, Its 
Future. New York, 1943. p. 4. 


ward. Ordinances and acts of the Assem- 
bly provided for various extensions of the 
plan. These acts permitted the appoint- 
ment of surveyors and regulators for the 
settlements, such as Germantown, which 
later became a part of the city through 
the Consolidation Act of 1854. 


HISTORICAL DEVELOPMENT OF 
PLANNING IN PHILADELPHIA 
Such orderly growth as Philadelphia 
has had, has come through these street 
and block plans rather than through 
zoning and subdivision control which 
were much later developments in the 
history of the city’s growth. Prior to the 
Consolidation Act of 1854, the planning 
of street and block development was done 
in piecemeal fashion by a number of 
uncoordinated surveying bodies. This, of 
course, did not lend itself to planning for 
all of the basic values which a community 
should take into consideration. The Con- 
solidation Act provided for the organiza- 
tion of a board of competent surveyors 
and regulators. During the same year a 
Department of City Surveyors and Regu- 
lators was established. In 1871 the State 
Legislature vested full authority in the 
Board of the Department of Surveys to 
examine and to approve or reject all 
plans or surveys of the city made by the 
Common and Select Councils. No street 
could be added to any confirmed plan of 
the City and be called a public street 
unless it had the approval of the Board 
of Surveyors as to location, width, and 
grades, This Department was changed to 
the Bureau of Surveys in the Department 
of Public Works by the Bullitt Charter 
of 1885 and the Board of Surveyors con- 
tinued to function as a part of this 
Bureau. In 1893 the Board of Surveyors 
created a General City Plans Division 
as a function of the Bureau of Surveys 
in order to coordinate the various local 
plans into a more unified whole. The 
initial step in expanding the horizon of 
planning had been taken. The first City 
Planning Commission was established in 
1907. This marked a broadening of the 
planning function from that of street 
planning to include parks, steam and 
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street railway transportation, docks and 
shipping facilities, improvement of 
waterways, and playgrounds. 

In 1911 an ordinance was passed which 
conferred on the mayor the duty of 
supervising and executing, through the 
city departments and bureaus, compre- 
hensive plans for city improvement. A 
committee was set up to assist, advise, 
and cooperate with the mayor in carry- 
ing out his responsibility under the ordi- 
nance. The following year this committee 
was replaced by a Permanent Committee 
on Comprehensive Plans to advise, assist, 
and cooperate with the Department of 
Public Works whose duty it was to plan, 
suggest, and develop comprehensive plans 
for the future development of the city. 
The two committees were in addition to 
the Board of Surveyors which even today 
must confirm the location, width, and 
grades of streets. It was expected that 
the work of these advisory committees 
would be tied in with the operating divi- 
sions of the city government since the 
first one, which existed for a year, re- 
ported to the mayor, and the later com- 
mittee, to the Department of Public 
Works.’ In practice, it did not serve as 
the central coordinating agency for the 
development programs of the several 
departments. 


That the city’s concept of planning 
during this period was immature is evi- 
dent from the fact that the city fathers 
gradually decreased the budget for the 
Permanent Committee on Comprehensive 
Plans during World War I until 1919 
when it was given no appropriation at 
all. Moreover, plans for other improve- 
ments were made independently of this 
committee. Had there been a central 
planning agency following World War I, 
when the city launched upon its most 
extensive public building program, it 
almost certainly would have avoided some 


1The writer has drawn principelly upon 
the Annual Report of 1948 of the Philadel- 
phia Charter Commission, pp. 23-28 and 
upon the “Organization and Operation of 
City Planning Activities in Philadelphia” 
by W. Clark Hanna which appeared in The 
Legal Intelligencer, March 28, 1946, for 
the preceeding brief historical sketch of 
Philadelphia planning activities. 


of the costly mistakes made in the 
decade of the twenties. This was the 
period in which Philadelphia most notice- 
ably came under the influence of the city 
beautiful concept. The Benjamin Frank- 
lin Parkway with its broad thoroughfare, 
fountains, and public buildings is an 
excellent example of this type of plan- 
ning. It is an impressive sight of which 
Philadelphians are proud, but which still 
remains to be completed. 


The city was authorized by the Charter 
of 1919 to create a Commission on City 
Planning to serve in an advisory capac- 
ity. Its members were to be appointed 
by the mayor, and, consequently, could 
be expected to work in close cooperation 
with him and with the several depart- 
ments. In spite of the need for such a 
body, the Council did not create a Com- 
mission on City Planning until 1929. It 
may be concluded from the studies which 
the Commission undertook that this body 
was aware of the need for the compre- 
hensive planning of the physical, eco- 
nomic, and social aspects of the city’s 
developmental problems. When the de- 
pression affected the city’s revenues, City 
Council decided that this was an area 
in which budget cuts could be made. The 
Commission depended entirely on Federal 
funds after 1983 and was forced gradu- 
ally to curtail its activities as these funds 
were withdrawn.’ Neither public officials 
nor citizens generally comprehended the 
essential function of planning during this 
period. 

THE MOVEMENT FOR A MODERN 
PLANNING COMMISSION IN 
PHILADELPHIA 

Lawrence M. Orton, a member of the 
New York City Planning Commission, 
once remarked that, fundamentally, plan- 
ning is a continuing, day-to-day process 
for solving the developmental problems 
of the city. As such, it must be conceived 
as part and parcel of the machinery of 
democratic municipal government, If this 
concept of Mr. Orton’s has merit, and the 
writer thinks it has, it means that the 
planning agency must have an official 


1Philadelphia City Planning Commission, 
Annual Report for 1943, p. 27. 
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status and its activities must be coordi- 
nated with the departments of the city 
government. A city is limited in the 
amount of revenues which it can collect 
and in the amount of money which it can 
borrow. An underlying purpose of plan- 
ning is to insure an orderly execution of 
improvements within the financial capac- 
ity of the city. It involves a careful 
balancing of funds needed for operation 
against those needed for development. A 
planning agency, therefore, must be in 
a position to know what the day-to-day 
problems of the various departments are 
as well as to envisage the future needs 
of the city. 


The planning commissions or commit- 
tees of the past did not enjoy that close 
association with the operating depart- 
ments of the city which would gain for 
them acceptance as an integral part of 
the city’s government upon which the 
operating departments would rely for aid 
and advice. Provision was made for only 
two city officials out of sixteen members 
on the Planning Commission established 
by the Ordinance of 1929, a number too 
small to encourage intimate cooperation 
between the Commission and the depart- 
ment heads. The fact that City Council 
was unwilling to grant it more than token 
funds prevented it from doing an effective 
job even if it had been accepted by the 
operating heads of the city government. 
Moreover, City Council had passed no 
comprehensive zoning ordinance until 
1933 and zoning is an indispensable tool 
in the implementation of planning. 

Since the city had no borrowing capa- 
city during the thirties and had insuffi- 
cient revenue to carry on normal opera- 
tions, neither effective citizen nor official 
pressure was brought to bear to make the 
Planning Commission an effective agency. 
However, when it was realized that Phil- 
adelphia would be a center of production 
of major importance for national de- 
fense and that extensive public works, 
airports, highways and housing would be 
built as a result of this development, 
much of which would remain as perma- 
nent city fixtures, several civic groups 


bestirred themselves to bring pressure to 
bear for the creation of a more effective 
agency. As a result of this citizen pres- 
sure, City Council on December 21, 1942 
set up a new City Planning Commission 
which strikes a reasonable balance be- 
tween official and citizen or lay repre- 
sentation. 


ORGANIZATION OF THE 
PLANNING COMMISSION 

The Commission is composed of nine 
members appointed by the mayor, five 
are laymen and four are ex officio. Of 
the official representatives, one is a mem- 
ber of City Council; two are heads of 
departments, one of them being the Di- 
rector of Public Works, and the other 
selected from among the remaining de- 
partmental directors by the mayor; and 
one is a member of the Board of Educa- 
tion. The laymen must not hold any office, 
position, or employment of profit under 
the city or county government other than 
the office of member of the Commission. 
Laymen are in the majority because it is 
felt that they are more likely to take a 
long range view of planning divorced 
from current pressures and expediencies 
than are the public officials. The pub- 
lic official is too often under daily pres- 
sure in administering his own depart- 
ment, and from political organizations 
and neighborhood groups to be able to 
give time to long range planning. On the 
other hand, planning by a body upon 
which there is not adequate official rep- 
resentation is likely to be visionary and 
disregarded by the operating officials. 

The Commission is a research and an 
advisory body only. It recommends poli- 
cies to the City Council and is authorized 
to make recommendations to any public 
authorities or any corporation or indi- 
viduals with reference to the location of 
any buildings, structure or works to be 
erected or constructed by them in or ad- 
jacent to the city. The Commission has 
a technical staff headed by an Executive 
Director to conduct intensive studies and 
engage in research which is necessary 
for long range planning and to evaluate 
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scientifically the projects submitted by 
the various departments. 
THE WORK OF THE 
PLANNING COMMISSION 
Philadelphia is a mature city. The met- 
ropolitan district, referred to as the 
Philadelphia-Camden Industrial Area, is 
approaching the limit of its numerical 
growth.’ Indeed, the 1940 census showed 
that for the first time in its history, Phil- 
adelphia’s population actually declined. 
While Philadelphia’s population has 
grown during the present decade, and a 
relatively small increase in the metro- 
politan area is anticipated until 1980, a 
slight decrease is anticipated thereafter. 


We may gather from the population 
trend in the Philadelphia-Camden Indus- 
trial Area that the major problem facing 
the community is one of stabilizing exist- 
ing values. This is the task which the 
Planning Commission must tackle. Popu- 
lation and the level of industrial produc- 
tion are interrelated. Without the main- 
tenance of industry, the population will 
dwindle. Without an adequate labor 
force, industry will not be attracted to 
the area nor will many existing industries 
remain. Plans must be made for making 
the area a more desirable place in which 
to live and work. Plans must also be 
made to provide a favorable environment 
for industry. 


We may visualize the problem through 
the eyes of the Planning Commission 
staff. In its population study it stated 
the following: 


“Both private enterprise and public 
planning which have heretofore been 
geared to a rapidly expanding popula- 
tion, will have to reset their sights in 
anticipation of a near leveling-off of 
the population at some time near the 
turn of the century... 

“This prospect has both disadvan- 
tages and advantages. It means that 
planning must be done more accurately 
in order to avoid over-estimating the 
demands of future population and over- 
taxing its ability to finance and carry 
out those plans. On the other hand, it 


1The Philadelphia-Camden Industrial 
Area includes Bucks, Chester, Delaware, 
Montgomery, and Philadelphia Counties in 
Pennsylvania and Burlington, Camden, 
and Gloucester Counties in New Jersey. 


establishes a limit around which more 
or less permanent patterns of com- 
munity development may be continued 
and brings a goal in sight toward 
which more specific and precise plans 
may be formulated. In short, it shifts 
the emphasis from ‘bigger’ to ‘better’ 
cities ... 

“It is understood, of course, that 
some of the factors which determine 
the growth of population are of a local 
nature, embodied in the social, eco- 
nomic, and political situations within 
the community itself. If these are good, 
people will remain and be attracted 
here from other places; if they are 
bad, people will seek more favorable 
conditions elsewhere. To some extent, 
at least, the trend of population growth 
may be determined by the efficiency of 
local planning and the willingness of 
the citizens of the community—both 
official and private—to support these 
plans and see that they materialize.” 


Basic information is fundamental to 
the development of a comprehensive plan 
for the orderly growth of the city and 
its environs during the remainder of the 
century. The Commission has devoted 
much time to city and area siudies to 
enable it to anticipate and analyze the 
needs of the city. These studies give it 
the data upon which to build its overall 
comprehensive or master plan which be- 
comes a basic framework that will guide 
its recommendations for public improve- 
ments. It is not proposed to publish a 
master plan as such, since such a plan 
implies a rigid development which will 
never be implemented in its entirety. 
There will be plans for each element of 
the city’s life and each will be related 
to the others so that the Commission can 
be sure that all the proposals fit. But as 
each phase of development is carried 
forward, it will modify other phases. The 
plan will be continuously revised to in- 
corporate the findings of basic develop- 
ment studies and the increasing knowl- 
edge of the feasibility or impossibility 
of the original proposals. 

PLANNING COMMISSION STUDIES 

The Commission staff has already pub- 
lished its first population study. An eco- 
nomic base study is ready for publica- 

1Population Estimates 1950-2000, Phila- 


delphia-Camden Area. Planning Study No. 
1, April, 1948. pp. 19-20. 
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tion. Also in preparation is an industrial 
land use plan. Essential information on 
population, economic resources and land 
use constitute the first steps in the plan- 
ning process, for they are the major 
factors which influence the patterns of 
future development. Other studies have 
been released or are in preparation. 
These include an airport program, a port 
study, an express highway study, other 
major highway programs, a residential 
land use study, redevelopment surveys, a 
comprehensive transit plan, a railroad 
plan, a recreation study, a survey and 
plan for hospitals and district health 
centers, a study for guiding the develop- 
ment of the remaining open areas of the 
city, a refuse disposal survey, a produce 
marketing survey and others.’ 
PLANNING AS A 

STABILIZING INFLUENCE 

Planning emphasizes the selection of 
wise rather than expedient courses of 
action. It is not its purpose to bring 
about the construction of public works 
or industry or homes or parks and play- 
grounds which would not otherwise be 
built. Its function is to see that they are 
built in time and in proper places. A 
given population in the metropolitan area 
will bring in its wake a predictable level 
of industrial production, commercial fa- 
cilities to serve it, a demand for public 
utilities, expressways, major highways, 
airport facilities, homes, education, 
health, and recreational facilities, 
whether there is any conscious commun- 
ity planning or not. Without planning, 
certain types of industry will locate here 
because of the economic environment. 
Planning erects the targets based upon 
expected growth and consciously guides 
the community in the direction of realiz- 
ing the goals. 

The stabilizing effect of the planning 
can best be appreciated by looking at its 
application to specific areas. The Plan- 
ning Commission’s population study es- 
tablishes a rough estimate of the work 


1For a brief summary of the completed 
studies or studies in preparation see the 
Annual Reports of the City Planning 
Commission. 


opportunities which will be needed to 
support the Philadelphia metropolitan 
population in 1980. Its economic base 
study shows that the Philadelphia-Cam- 
den Industrial Area has an unusual 
diversification of skills and industries. 
The area’s topography, climate, hinter- 
land, water, rail, motor, and air facilities 
and other environmental factors make 
inevitable the expansion of existing in- 
dustries. New industries are also locating 
in the area. But even with the great 
diversification of industry in the area, 
the economic base study indicates the 
need for encouraging the location or 
expansion of certain types of industry in 
order to bring about a proper balance in 
our industrial production. Good diversi- 
fication of industry is one of the best 
protections which a community has 
against the worst evils of a “boom and 
bust” economy. Philadelphia has never 
been a boom town nor has it been de- 
pendent upon any one industry for its 
prosperity. 

With this information available there 
arises the necessity of providing an in- 
dustrial land use plan which takes into 
account the proper amount of land and 
its location required by the principal 
industries and related industrial activi- 
ties. The Commission’s study of existing 
industrial districts has disclosed that 
some industries are not properly located. 
It believes that some industries should 
be moved out of the areas which they 
presently occupy and the area re-zoned 
for other uses, In its Annual Report for 
1946, the Commission states several im- 
portant reasons for the reservation of 
areas for industry: 

“(1) Reservation of enough indus- 
trial land in the right locations is one 
of our most effective weapons in the 


fight to hold existing industries and 
attract new ones. 

“(2) Reservation of industrial land 
for rebuilding will allow relocation of 
scattered industrial plants now injur- 
ing existing or redevelopable residen- 
tial areas. 

“(3) Calculation of the number of 
jobs in various industrial districts will 

elp in planning the adjoining residen- 
tial areas, and perhaps in cutting down 
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unnecessarily long and expensive trav- 
eling to work. 

“(4) The zoning ordinance can, with 
confidence, be amended to exclude new 
non-industrial uses from industrial dis- 
tricts, preserving them for the higher 
revenue and more appropriate indus- 
trial uses.’ 


Where industry will expand is an 
important matter. In trying to find solu- 
tions to this problem, the planning staff 
has had many conferences with repre- 
sentatives of specific industries and with 
organizations representing industry. 
Upon the soundness of industrial use 
planning will depend the extent to which 
industrial leaders will ask for and rely 
upon the recommendations of the Com- 
mission’s planning staff. 


PLANNING AS AN AID 
TO BETTER LIVING 

The way in which planning can be a 
stabilizing influence in the community is 
perhaps more spectacularly illustrated in 
the area of housing. A satisfying place 
in which to live, aside from food, i 
perhaps the greatest need felt by the 
people in any community. One has only 
to drive through Philadelphia and some 
of its suburbs to appreciate the extent 
to which much of the population is living 
under unsatisfactory conditions. Land 
crowding, deterioration, and blight pre- 
vails in many areas within and outside 
the city. Yet, according to an estimate 
of the City Planning Commission, over 
one-fourth of the city area and almost 
four-fifths of the area outside the city 
is still undeveloped. The City Planning 
Commission, in cooperation with the 
Redevelopment Authority has certified 
eleven areas as redevelopment areas in 
Philadelphia. These are areas in which 
there is a large percentage of unsafe, 
unsanitary, and overcrowded dwellings, 
overcrowded land use, and in which there 
is not the proper street layout, light, air, 
playgrounds, and parks. The eleven areas 
cover 4,288 acres, 51,172 dwellings and 
contain a population of 163,910. That is 
not to say that the whole of these areas 
need to be rebuilt. The “sore spots” must 


1City Planning * Annual Re- 
port for 1946, pp. 8-9. 


be removed to prevent the continued 
deterioration of the remaining buildings. 
We are cautioned by the Commission 
that these eleven areas represent only a 
fraction of the total area of the city 
which is in need of redevelopment. The 
eleven areas certified for redevelopment 
were selected because they represented a 
combination of need for change and an 
opportunity for easy and early redevelop- 
ment. 

These are areas which, in spite of 
existing overcrowding, have experienced 
a decline in population. Whether there 
is planning or not people will not stay 
there as soon as higher standards of 
living permit them to move and adequate 
transportation is available, for new resi- 
dential areas. Unless these migrations 
are guided, the newer extensive develop- 
ments will sprawl indiscriminately over 
the entire countryside and may easily 
destroy most of the amenities sought by 
the families moving out. They may re- 
quire costly and time-consuming trans- 
portation and uneconomical over-expan- 
sion of public utilities and community 
services. Without proper guidance the 
new areas, in turn, will be marked by 
deterioration and blight in a few years. 


Not only will satisfactory living condi-— 


tions be unrealized but property losses 
will be tremendous. 


COMPLEXITY OF HOUSING 
PROBLEM 

The approach to the housing problem 
is many sided and requires the coopera- 
tion of city, state, and federal agencies, 
private builders, and public utilities— 
both publicly owned and private. It in- 
volves the proper layout and planning 
for streets, utilities, and community 
services in the new areas, the rehabilita- 
tion of old areas, the reclaiming of 
blighted areas, and the provision of 
decent houses for low income groups. 

It is not the task of the Planning Com- 
mission, as established in Philadelphia, 
to effectuate a housing program. It makes 
the base studies and recommends policies. 


Annual Report for 1946, p. 
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The Planning Commission has accepted 
the neighborhood unit concept. Thus in 
the development of new areas, the Com- 
mission recommends, on the basis of its 
intensive studies, which areas should be 
reserved for residential purposes and 
which for industrial uses. It recommends 
the street layout so that the major streets 
bound but do not cross the neighborhood 
units. It determines the need for trans- 
portation facilities, and, in making site 
recommendations, takes into account the 
ease and economy with which transporta- 
tion facilities can be provided. Provision 
of adequate public and private utility 
services receives its attention. It deter- 
mines the need for schools, playgrounds, 
and parks, and recommends the acquisi- 
tion of sites for these purposes before 
they have been acquired for private con- 
struction. It recommends sites and layout 
of shopping centers. Finally, it recom- 
mends zoning regulations to protect 
these values. Not only does such planning 
preserve property values and make the 
neighborhood a safe place for children, 
but also it saves the city money in pro- 
viding services and utilities.’ 


PLANNING PROBLEMS 
IN OLD AREAS 

In dealing with existing built up areas 
its tasks are different. If the built up 
area has not deteriorated to the point 
where extensive demolition and redevel- 
opment is necessary, recommendations 
are directed along the line of preventing 
further deterioration. This may include 
redesigning the street layout to eliminate 
heavy traffic from natural neighborhood 
units, recommendations for the acquisi- 
tion of adequate sites for recreational 
facilities, the relocation of schools, the 
elimination of non-conforming uses which 
bring about deterioration and the elim- 
ination of “sore spots” without which 
values will not be preserved. Actual 
structural improvements of the buildings 

1Edmund N. Bacon, Executive Director 
of the Phila. City Planning Commission, 
stated at the annual meeting of the Citi- 
zens’ Council on City Planning, May 5, 
1949, that the replanning of a 350 acre site 
in N. E. Phila. would save the city $500,000 


in laying sewers and watermains and in 
paving. 


in the area are the responsibility of 
private owners who may be encouraged 
to make improvements through the edu- 
cational activities of neighborhood groups 
or through the enforcement of housing 
and sanitary codes by other branches of 
the city government. 


Areas which have deteriorated to the 
point where demolition is necessary re- 
sult in recommendations for the re- 
housing of displaced persons, either in 
private or public projects, the types and 
numbers of structures which the rede- 
veloper should build, population density, 
the assembly of land for community 
services, sites for public housing projects 
where it is necessary to provide low rent 
housing for low income groups, replan- 
ning of street layout, replanning of land 
use and re-zoning. Actual land acquisi- 
tion for redevelopment, the securing of 
a redeveloper, contracting for the rede- 
velopment and supervision of the pro- 
gram is the responsibility of the Rede- 
velopment Authority. Some areas in 
which many now live should be replanned 
for commercial or industrial uses; others 
in which there is a considerable amount 
of commerce and industry should be 
replanned as neighborhood units for 
dwelling purposes. Residences in indus- 
trial areas may result in industrial 
blighted areas as well as industry blight 
residential areas. In areas needing re- 
development, initial public expenditures 
will be heavy and will require the co- 
operation of the state and federal gov- 
ernments. The Redevelopment Authority 
acquires the land through usual con- 
demnation proceedings and resells to the 
redeveloper on as favorable terms as it 
can get. Since redevelopment may result 
in a decrease in population and in the 
elimination of non-conforming uses which 
may have been profitable, the value of 
the land may fall considerably. The city 
expects to recover its expenditures in the 
long run through more certain tax col- 
lection, reduction in delinquency and 
lower expenditures for police, health and 
welfare services. 


Space does not permit further consid- 
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eration of planning as a stabilizing factor 
in the community. In passing, attention 
should be called to plans to redevelop the 
port area in order to enable Philadelphia 
to retain its position as one of the nation’s 
major ports, to the stabilization of the 
wholesale area, to the determination of 
the best locations for the wholesale pro- 
duce markets, to the elimination of the 
“Chinese Wall” and the redevelopment 
of the Triangle Area‘ as a factor not 
only in preserving values but in greatly 
increasing the property values in the 
area. 
RELATION OF THE PLANNING 
COMMISSION TO THE 
OPERATING DEPARTMENTS 

It might appear from what has been 
said that planning is primarily concerned 
with big plans for future development. 
While this is important, one of the major 
concerns of planning is the coordination 
of the day-to-day development plans of 
the city and county departments. Each 
department is continually planning the 
expansion of needed services and facili- 
ties. In the absence of a planning agency 
each is likely to make its plans without 
reference to the plans of other depart- 
ments, and since base studies are expen- 
sive to make, each is likely to act without 
sufficient knowledge of the whole prob- 
lem. The Planning Commission makes the 
base studies upon which all departments 
should rely in making departmental 
recommendations. The Department of 
Public Works, for example, plans for the 
relief of traffic congestion, the Planning 
Commission relates the Department’s 
program to the projected developments 
of other departments that would be 
affected by and which would affect the 
traffic flow. The Department of Public 
Welfare has constant demands upon it 
for new recreational sites and facilities. 
Insofar as it is feasible to develop such 
projects, the Planning Commission co- 
ordinates their development with the 
Board of Education’s recreational pro- 
gram and with the program of other 

1The Triangle Area is bounded by the 


Schuylkill River, the Benjamin Franklin 
Parkway and Market Street. 


departments which might be affected by 
or might affect their location. Each de- 
partment’s activities should be integrated 
in such a way that the total interests of 
the community, private and public, are 
served. Only a body which is not loaded 
down with the day-to-day problems of 
administration can look at the develop- 
mental problem as a whole. In this task, 
it can secure the cooperation not only 
of the various governmental officials, but 
of civic groups, quasi-public agencies, 
economic interests, and individual tech- 
nical experts. To the extent that the 
Commission can be of service to public 
officials and private interests in the solu- 
tion of their problems, rather than the 
master of them, such groups will more 
and more rely upon it. It is gratifying 
to note that much progress has been 
made in the cooperative activities of the 
Planning Commission and the operating 
departments. 


FINANCING THE PROGRAM 


Comprehensive planning is valuable to 
the extent that it is actually used to guide 
both private and public developments in 
the realization of a better community in 
which to live and work. Unless the plan 
is financially feasible, it will lose much 
of its value. The effectuation of the plan 
or plans may be divided into two phases 
—one private and the other public. The 
principal tools for guiding the develop- 
ment and use of private property are 
land subdivision, street planning, build- 
ing regulations and the zoning of land 
use. The financial burden of carrying out 
the program falls upon private interests. 
Planning to guide private development 
would be worth while even though funds 
did not exist to effectuate the public 
phase of planning, but even in the area 
of private development care must be 
exercised not to make it unduly costly. 

The public phase of realizing compre- 
hensive planning is accomplished through 
a capital improvement program, based 
on a sound long-range financial plan. The 
City Planning Commission’s comprehen- 
sive plan is based upon development 
through 1980. Its orderly execution must 


it 
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be piecemeal in the order of the relative 
importance of each improvement and 
within the financial capacity of the city. 
The ordinance creating the present Com- 
mission directs it to submit to City 
Council on or before the fifteenth day 
of September of each year a program 
and an estimate of the cost of the various 
projects and improvements which it rec- 
ommends that the city undertake during 
the six calendar years next ensuing. The 
Commission must, therefore, study the 
city’s financial ability to carry out a 
capital improvements program covering 
the requests of all departments, together 
with its recommendations. 


Annually the Commission presents a 
six-year public-improvement program in 
which it evaluates relative needs over a 
period of years, as well as the city’s 
financial ability to meet those needs in 
the years for which the improvements 
are scheduled. The magnitude of the 
program can be appreciated by reference 
to the Recommended Program of Public 
Improvements, 1949 through 1954. The 
improvements recommended and sched- 
uled for the six year period call for the 
expenditure of $257,305,800. The Com- 
mission states that the scheduling of 
projects has been related strictly to the 
funds that are now available, or are 
expected to become available, for con- 
struction. These prospective funds have 
been apportioned: first, to the completion 
of undertakings under way; second, to 
projects already authorized; and third, 
to improvements that are most urgently 
needed. Projects under contract as of 
July 1, 1948 totaled $45,676,370. Esti- 
mated contracts from July 1, 1948 to 
January 1, 1949 totaled $49,528,676. 

Of course the citizen wants to know 
where the money is coming from for 
these vast undertakings. A considerable 
amount of it will come from borrowing. 
Some of the debt will be self-sustaining. 
The Planning Commission estimated in 
its Recommended Program of Public 
Improvements, 1949 through 1954, that 
water rates would support a debt of 
$5,000,000 annually for the next six years 


for a total of $30,000,000. Sewer rentals 
will service an additional $45,000,000 
during the period. An additional $9,400,- 
000 can be secured by having the courts 
declare the gas works debt and certain 
transit lines debts self-sustaining and 
thus reduce the general debt, thereby 
making it possible for the city to borrow 
that much more on its general credit. 
It was estimated that the city would 
enter 1949 with approximately $500,000 
of unused borrowing capacity. Accretions 
to the sinking funds and retirement of 
debt is estimated to make approximately 
$9,000,000 additional available annually. 
All told it is estimated that the city will 
be able to borrow $145,000,000 during the 
next six years, 


Assessments against property owners 
for water mains, meters and sewers 
should provide an additional $11,800,000. 
The city is counting on the State carry- 
ing $42,942,000 of the cost of highway 
improvements out of its general fund 
and returning to the city an additional 
$4,500,000 from the liquid fuels tax for 
highway purposes. Federal-State aid for 
airports is counted on for an additional 
$1,770,000. It is expected that the Penn- 
sylvania Railroad will pay approximately 
$1,640,000 of the cost of constructing 
Pennsylvania Boulevard and the Reading 
Railroad will bear $52,500 of the cost of 
completing grade crossing work. It will 
be seen from an analysis of the sources 
of funds that Philadelphia will depend 
almost exclusively on borrowing for its 
share of the costs of public improvements 
during the next six years. 


THE NEED FOR 
REGIONAL PLANNING 


The next major advance in planning 
development in the metropolitan region 
should be the creation of some means 
of regional planning. The Philadelphia 
Planning Commission is a Philadelphia 
—not a regional—agency. However, the 
metropolitan district comprising five 
Pennsylvania counties and three New 
Jersey counties constitutes an economic 
and social unit. Nearly all studies indi- 
cate that the development problems are 


— 
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regional problems, whether it be the 
location of industry, housing, the express 
highway system, an airport system, the 
port development, recreation, or trans- 
portation. Yet we lack official machinery 
to coordinate these planning activities. 
Some cooperation of the various political 
subdivisions is secured on a voluntary 
basis but that is not enough. Two regional 
agencies for specialized purposes now 
exist. The States of Pennsylvania, New 
York, New Jersey, and Delaware created 
the Interstate Commission on the Dela- 
ware River Basin. It is a fact-finding and 
advisory body which has paved the way 
for passage of uniform legislation relat- 
ing to the use of water supplies in the 
area, river pollution, and related subjects. 


In 1931 the States of Pennsylvania and 
New Jersey created the Delaware River 
Joint Commission with powers to control 
and operate the Philadelphia-Camden 
Bridge, and to investigate transportation 
and port improvement plans for the two 
states. It has done little more to date 
than operate the Bridge. In 1947 the two 
states passed legislation which author- 
ized and directed the Commission to 
undertake immediately an aggressive 
campaign to promote increased commerce 
in the Delaware River. It retained the 
Knappen Engineering Company to make 
a survey of the port. As a result of this 
report and other studies made under its 
direction, the Commission requested the 
Legislatures of the two States at their 
1949 sessions to reconstitute the Com- 
mission as a Delaware River Port Au- 
thority, with extensive powers over both 
sides of the Delaware from Trenton to 


the sea. It asked for power to control all 
bridge spans and tunnels, to develop and 
operate piers, the Belt Line Railroad 
which serves the port, warehouses and 
freight terminals serving the port, and 
to perform other functions that would 
develop the Delaware River as a highway 
of commerce. New Jersey approved the 
powers requested. While the Pennsylvania 
Legislature approved the bill creating 
a Port Authority it stripped the Author- 
ity of the powers which would enable it 
to undertake the comprehensive develop- 
ment of the Port. 


These two regional agencies cannot 
perform the overall planning that is 
needed in the metropolitan area, The 
machinery for this task is still to be 
created. 


CONCLUSION 

Beginning in 1943, Philadelphia, for the 
first time in its history, has had an ade- 
quate planning agency. It has been lay- 
ing the groundwork through intensive 
and comprehensive studies for the devel- 
opment of a comprehensive plan to guide 
the development of the city and its sur- 
rounding suburbs through 1980. The 
realization of this plan can be of tre- 
mendous importance in stabilizing the 
metropolitan area. Whether or not the 
planning ideas which have been and will 
be projected, will have a large measure 
of adoption, will depend upon the extent 
to which citizens, as individuals and in 
groups, inform themselves of the pro- 
gram and accept and support it. Effective 
planning should be a democratic process 
in which the whole community shares in 
formulation and execution. 


A Review of Some of the Changes Proposed in Old Age 
and Survivors Insurance and Public Assistance Legislation 
by JOHN F, ADAMS} 


Editor’s Note: The following informative summary is presented, not as a piece 
of research but because of current interest in these measures and present lack of 
information about them. For more detailed information the reader is referred to 
H.R. 2892 and H.R. 2893, and to the excellent summary and comparison con- 
tained in “Summary of Principal Changes in the Social Security Act under 
H.R. 2892 and H.R. 2893”, A Committee Print prepared by the staff of the 
Committee on Ways and Means of the House of Representatives. 


S INCE 1985 there has been almost con- 
tinuous agitation for changes in the 
Social Security Act adopted in that year. 
The legislation, born of depression need, 
established the Federal Government in 
the role of guarantor and stabilizer of 
individual income during periods of un- 
employment, certain types of disability, 
and old age. As then adopted, the social 
security program embraced (1) old age 
insurance providing benefits to all per- 
sons qualified under the Act, having at- 
tained age sixty-five, at certain scaled 
rates; (2) benefits for the blind; and (3) 
a sort of unemployment insurance pro- 
viding certain minimum benefits to all 
covered (as defined by law) workers dur- 
ing periods of unemployment; and (4) 
old age assistance, a program of benefits 
to the needy aged and certain others not 
qualified for insurance benefits. Thus 
the Congress set up two lines of security, 
one of self maintenance ultimately de- 
signed to cover all employees, and the 
other a temporary measure to cover the 
then present non-working aged and cer- 
tain others not granted coverage. 


Only the Old Age Insurance program 
was exclusively a Federal Government 
operation, the others being combination 
federal-state-local programs. The first 
was to be financed by a payroll tax, 
initially set at 1% each for the employer 
and employee on covered wages up to 
$3,000 per annum and scheduled to in- 
crease periodically to 6% (3% each on 


tJohn F. Adams is an Assistant Professor 
of Economics in the Temple University, 
School of Business and Public Adminis- 
tration. During the war period he was a 
fiscal analyst with the United States 
Bureau of the Budget, Executive Office 
of the President. 


employer and employee) by January 1, 
1949. The plan contemplated full insur- 
ance reserves for all accounts and bene- 
fits scaled according to contributions, 
payable only to the insured himself. The 
unemployment compensation plan was 
financed by a payroll tax of 3% of cov- 
ered wages payable by the employer. 

Public Assistance was a grant-in-aid 
to the states given on a matching base, 
taken from the general revenue of gov- 
ernment. Benefits were contemplated for 
all persons qualifying under the “means” 
tests imposed by the states and the pro- 
gram was to be administered entirely by 
the state or state-local government or- 
ganizations. 


All of these provisions except those 
covering unemployment have been modi- 
fied at least once s‘nce 1935. The gen- 
eral provisions governing Old Age In- 
surance were substantially altered in 
1939 when the concept of pay-as-you-go, 
in effect, replaced the full reserve idea 
originally set up. Perhaps the most sig- 
nificant aspect of the amendment was 
the provision which extended benefits to 
survivors of workers under certain condi- 
tions. By these changes, the tax rate 
was continued at the present level,’ and 
considerably broader responsibilities and 
financial obligations were assigned to 
the Social Security fund. During this 
past year Public Law 642, amending the 
Social Security Act by changing the defi- 
nition of “employee,” was adopted. It 
had the force of eliminating certain 
groups, largely newstand operators and 

1It has since been continued each year 


by legislation nullifying the proposed in- 
crease in rates. 
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other semi-independent workers from the 
provisions of the Old Age and Survivors 
Insurance program, 


During the early war years the Public 
Assistance provisions were liberalized 
both as to coverage and benefit. The 
matching formula was extended to bene- 
fit the low income states by varying the 
formula for income so that federal aid 
was given in ratio of two to one up to 
$15 per month and equally thereafter up 
to $45 per month. The maximum federal 
grant is thus $25 per month per person. 
Many states, however, grant additional 
benefits from their own funds. Even so, 
the average monthly benefit under this 
title is less than $30.00 today. Exclusions 
from social security have increased the 
burden of Public Assistance and the 
financial requirements of Public Assist- 
ance have increased as a result of price 
change resulting in an over-all increase 
rather than a decrease as was originally 
expected. This has been one of the rea- 
sons for the development of pressure to 
increase the coverage of the Social 
Security Act and to broaden the benefits 
payable under it. 


The balance of this article will be 
confined to an analysis of Old Age and 
Survivors Insurance and Public Assist- 
ance. 


PRESENT STATUS 

There are today 80 million accounts 
on the O.A.S.I. rolls; over 90 million 
cards have been issued. Out of this 
group of 80 million, however, only 13 
million are permanently insured — i.e., 
have been covered for 40 quarters since 
the inception of the Act.* Only 31 mil- 
lion additional have some insurance 
status—i.e., would have benefits avail- 
able in the event of death while in cov- 
ered employment or in currently insured 
status. Less than 85 million were in- 
sured at any one time in the course of 
this last year although the average in- 


1The present Act requires that the in- 
sured be in covered employment at least 
half of the quarters since 1936 to have 
current insurance status. When an insured 
has been covered for 40 out of 80 quarters 
permanent status is secured. 


sured status was about 50 million dur- 
ing the past year. The principal cause 
for the variation is change of employ- 
ment, the insureds moving from covered 
to non-covered employments. The reason 
for the discrepancy between the total 
covered and the total of employees is 
found in the exclusions from coverage 
contained in the present Act. All agri- 
cultural workers, including farm opera- 
tors, domestic workers, employees of non- 
profit institutions, public employees — 
state, local, and federal—and all rail- 
road workers, are ineligible for coverage. 
In the case of agricultural employees, 
casual workers, self employeds, and do- 
mestic workers, coverage is denied be- 
cause of the administrative problem in- 
volved in collecting contributions. In the 
other cases, present retirement programs 
are deemed to be sufficient. 

The present value of benefits accumu- 
lated under the present Act is estimated 
at $80 billion. More than 2.3 million per- 
sons are presently beneficiaries under the 
terms of the Act and are drawing benefits 
of about $700 million per annum. The 
average benefit per person, however, is 
currently less than $25 per month. For 
this reason a number of insureds have 
sought public assistance payments as 
well.* 

Various facets of this situation pose 
problems of equity and administration. 
First, large numbers of people have paid 
social security payroll taxes and have 
presumed themselves to be covered only 
to find that because of periods of non- 
covered employment of longer duration 
than covered periods, no insurance was 
available, 

Second, the exclusion by definition of 
nearly a third of the working force, 
many of whom have been unable to make 
any provision for their own security, has 


1The statistics of O.A.S.I. have been sum- 
marized from the statement of Arthur J. 
Altmyer, Commissioner for Social Security 
Legislation, “Recommendations to Improve 
the Old Age and Survivors Insurance 
Provisions of the Social Security Act” be- 
fore the Committee on Ways and Means 
House of Representatives, March 
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reduced the effectiveness of the plan by 
removing it from the area it was orig- 
inally designed to serve. This has also 
increased the social burden of old age 
for the nation as a whole, but particu- 
larly in the agricultural states where 
public assistance is forced to meet the 
needs, The opinion of those so covered 
and that of the state authorities involved 
is that such denial of coverage is in- 
equitable; that these employments are as 
vital to the nation as many of the others 
which have been granted coverage. The 
primary reason advanced for excluding 
these groups is that no feasible method 
of tax administration has been developed. 
Other nations have adopted a technique 
of self tax assessment and collection for 
these groups, a stamp plan being used in 
Britain and an additional tax form at- 
tached to the personal income tax in 
Sweden. 


Third, the present benefits are so low 
as to make coverage inadequate for the 
individual. Although, as was noted, $25 
per month is the average coverage, some 
payments are as low as $10 per month. 
Under the terms of the present Act, if 
the individual is receiving insurance 
benefits, he is not eligible to earn more 
than $15 a month in covered employ- 
ment. Accordingly, many have shifted 
to public assistance rolls in an effort to 
secure adequate income. Moreover, lev- 
els of income adequate in 1939, when the 
survivorship benefits for the currently 
insured status were made part of the 
program, are no longer adequate. The 
Act provided for a maximum income of 
$85 per month, which, even though it 
may have been adequate for a family of 
two at that time, is now inadequate be- 
cause of the war sponsored inflation and 
general price level increase amounting to 
more than 70%. Furthermore, the num- 
ber of persons now eligible to receive 
the maximum benefit probably amounts 
to less than 5% of the total and probably 
less than 60% in the ultimate. Thus, the 
average benefit will never attain the 
maximum, which amount itself is too low 


for an adequate standard of living for 
a family of two by Labor Department 
standards. 


These three points raise the issues 
which have precipitated the present ac- 
tivity of the Congress in regard to Social 
Security legislation. A number of pro- 
posals for the modification of the 0.A.S.I. 
provisions and various extensions of pub- 
lic assistance have been introduced into 
the present Congress and some changes 
probably will be voted before the session 
ends. Two proposals, H.R. 2892 and H.R. 
2898, currently being studied by the 
House Ways and Means Committee, may 
be termed the Administration Bills. It is 
likely that either or both of these pro- 
posals will be reported for action in the 
near future. One proposes several mod- 
ifications and extensions of coverage and 
benefits to be received by covered work- 
ers under O.A.S.I., the other deals with 
public assistance. 


COVERAGE 

The present act provides coverage, 
first, to all persons aged 65, including de- 
pendents, if the worker qualifies under 
the terms of the Act; second, to widows 
of covered workers when age 65 or over 
and when providing a home for the de- 
ceased’s children under 16, or 18 if in 
school; third, to dependent children under 
16, or 18 if in school; fourth, dependent 
parents of covered persons, if no surviv- 
ing widow or children are eligible for 
benefits, when age 65 or over; and, fifth, 
lump sum death benefits where no 
monthly benefit is immediately payable. 


The present proposal would first, re- 
duce the age requirement to 60 for in- 
sured women, wives, and widows of cov- 
ered persons; second, hold children’s cov- 
erage the same except where the child 
is disabled, in which case benefits would 
be payable beyond age 18; third, extend 
beneficiary provisions, similar to those 
for widows to widowers, excluded abso- 
lutely under the present law; and fourth, 
pay a lump sum benefit in all cases, al- 
though the benefit formula is modified. 
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QUALIFICATION FOR COVERAGE 

Coverage under the present law de- 
pends upon the classification of employ- 
ment with certain named exclusions.’ In 
addition, the type of coverage varies with 
length of employment. First, to attain 
permanent insurance, the individual is 
required to show one-quarter in covered 
employment for each two elapsed quar- 
ters since 1936 to the minimum retire- 
ment age or death, up to a maximum of 
40 covered quarters. Thereafter full cov- 
erage is available to the insured whether 
working in a covered employment at the 
time of claim or not. Second, currently in- 
sured status provides essentially the 
same benefits as the permanent status 
vut differs in that the insured must have 
been in a covered employment a mini- 
mum of 6 quarters. Additional quarters 
of work in non-covered employment 
both reduce his ultimate benefit, assum- 
ing he returns to covered employment, 
and preclude any benefits under the 
law. These requirements are to be modi- 
fied if the new proposals are adopted by 
providing, first, for the inclusion of all 
employeds except railroad, federal, state, 
and local civil service (except elected 
officers), and military forces, where sep- 
arate pensions are paid; second, fully 
and permanently insured status where 
the individual can show coverage in only 
1 out of each 4 elapsed quarters with 
no change proposed for the currently 
insured status; and third, a formula 
permitting conversion of self employment 
into covered quarters, calling, essentially, 
for coverage for any quarter where the 
income from such employment exceeds 
$200. 


CONTRIBUTIONS 
The present law provides for a tax 
of 1% on employer and employees 


through 1949, 1%% for 1950-51 and 2% 
thereafter on all wages of $3,000 per 


iSee p. 15. 


annum.’ The new Bill provides for an 
increase to 1%% each on employers and 
employees for the period July to Decem- 
ber, 1949 and 2% each thereafter. Spe- 
cial provisions include the tax for fed- 
eral employees of 1%% for 1950;* for 
self employeds, 2% % for 1949 and there- 
after; for non-profit employments, no 
tax is imposed on the employer but the 
regular rates are charged the employee. 
In this latter instance if the employer 
does not pay the tax voluntarily, the 
employee will receive credit only for 
his own contribution. No provision is 
made for permitting the employee to 
make both contributions. 


BENEFITS 


The present law bases the benefit pay- 
able on average monthly income from 
1987 to age 65 regardless of whether the 
insured has been continuously engaged 
in covered employment or not. The pres- 
ent benefit formula provides a payment 
made up of a sum equal to 40% of the 
first $50 of average monthly wage, plus 
10% of the balance up to $200, this total 
to be increased by an additional 1% of 
the basic benefit for each year of cover- 
age. This amount, called the primary 
benefit, is payable to the insured worker 
when he attains age 65 and ceases to be 
employed. The minimum benefit is cur- 
rently $10, the maximum $85, per month. 
An additional benefit equal to one-half 
the primary benefit of the insured is pay- 
able to the wife of the insured worker 
when she attains age 65 unless her own 


1The original legislation provided for a 
full reserve system with contributions to 
be increased from 1 to 3% each on the 
employer and employee, the rate to be 
increased periodically following 1939 untit 
January 1, 1949 when the full rate was 
to have been in force. The rate has been 
held at 1% each on the employer and 
employee by Congressional action each 
year since. By the Act of 1939 the Congress 
changed the concept from its original 
view—from the full reserve system—to 
contemplate a pay-as-you-go scheme. The 
present reserves are to be maintained at 
a level of not less than three nor more 
than five times the annual cost of benefits 
payable. If the reserves begin to decrease, 
the rate would presumably be increased. 

*The 14%% for the armed services will 


be paid by the government. No tax will 
be levied on the employee. 
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earned benefit is larger. A widow with 
dependent children is entitled to three- 
fourths of the deceased husband’s prim- 
ary benefit for herself plus one-half the 
primary benefit for each child under 16, 
or 18 if in school, the whole amount not 
to exceed $85. This benefit will be de- 
creased by the amount payable for each 
child as he attains the maximum age 
until the last reaches age 16, or 18 if 
in school. Then the whole benefit ceases 
unless the widow herself has reached 
age 65. Benefits will be restored to the 
widow when she attains age 65 at the 
rate of either three-quarters of her hus- 
band’s benefit or her own earned benefit, 
whichever is larger.’ 

Dependent parents of a covered worker 
will receive one-half of the primary bene- 
fit of the covered worker at age 65. 
Finally, when no immediate monthly 
benefit is payable, there being no de- 
pendent heirs who qualify under the 
terms of the law, the estate of the de- 
ceased or his secondary heirs are eligible 
to receive a lump sum in cash equal to 
six times the primary benefit. 

The new law proposes to increase the 
primary benefit in several ways, effective 
for all including present beneficiaries in 
July, 1949. First, the average monthly 
wage is to be based on the highest five 
years of income coverage without refer- 
ence to the average total. Second, the 
monthly benefit formula proposed pro- 
vides for the payment of a sum equal 
to 50% of the first $75 of average wage, 

1The wife will also receive three-quar- 
ters of the primary benefit on the death 


of her husband after both have reached 
age 65. 


plus 15% of the balance to $325, this 
total, the basic benefit, to be increased 
by 1% for each year of coverage.’ Third, 
the minimum primary benefit will be set 
at $25, the maximum at $150 or 80% of 
the average wage, if less. Fourth, there 
is no change in the benefits payable to 
dependents except that the first child 
and the dependent parents of the de- 
ceased worker shall each receive three- 
quarters of the primary benefit of the 
insured instead of the present one-half. 
The lump sum cash benefit made payable 
in all cases regardless of other benefici- 
aries or claims will be reduced to three 
times the primary benefit.’ 


Several examples of benefit have been 
computed as illustrative of the effect of 
the change, (See Tables I and II) on 5 
years of covered employment at two 
assumed income levels for both old age 
and survivorship. Similar examples for 
a person having 5 years of covered and 
5 years of non-covered employment and 
for 10 years of covered employment are 
shown. It wiil be noted that (1) the new 
law increases total benefits; (2) increases 
survivorship benefits more than primary 
benefits; and (3) increases the lower 
income benefit more, proportionately, 
than the higher income benefit. These 
changes are, in general, in line with the 
philosophy of the act, to provide a mini- 
mum level of security for all individuals. 

1Unless in covered employment through- 
out the period 1936-49, the benefit is to be 
reduced by percentages of time out of 
covered employment since 1936 or 1949, 
whichever gives the smaller reduction. 

2The fact that the total benefit is in- 
creased leaves the insured’s estate in the 


same general position so far as amount is 
concerned although the base is cut. 


TABLE I 
Benefits Under Present and Proposed Old Age Survivors Insurance Provisions 
Average Level of 
Time Covered Monthly Income Present Law Proposed Law 
Single Insured 
250 42.00 67.50 
5 years covered, 5 years non-covered.... 150 23.63 26.82 
250 28.88 35.07 
250 44.00 70.13 


Source: Computed, see Text. 
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TABLE II 
Benefits Under Present and Proposed Old Age Survivors Insurance Provisions 


Average Level of 


Time Covered Monthly Income Present Law Proposed Law 
Widow and 2 children (both under 16) 
250 73.50 135.00 
5 years covered, 5 years non-covered 150 41.37 53.64 
250 50.54 70.16 
250 77.00 140.24 


Source: Computed, see Text. 


DISABILITY BENEFITS 


The proposed legislation differs sub- 
stantially from the present in that it 
provides both temporary and permanent 
disability benefits for workers both cur- 
rently and fully insured. These are to 
be made available subsequent to July, 
1950. In the case of permanent and total 
disability, defined as totally incapacitated 
for work for a period of six months or 
more, a payment equal to the primary 
retirement benefit plus any dependent 
benefits computed in the same manner 
and on the same qualifications as for the 
Survivors’ Insurance program will be 
made. Temporary disability benefits un- 
der the program are patterned after the 
unemployment benefit programs. In all 
cases a waiting period of one week is 
proposed and a maximum benefit period 
of 26 weeks is extended. To qualify, total 
covered wages in the twelve months pre- 
ceding the four months prior to the 
period of disability must be equal to 
$260. Weekly benefits available are pro- 
posed at 50% of the average wage in the 
highest quarter of the base period with 
a $30 maximum. The benefit is increased 
to 60% of the average wage for the 
highest quarter for a worker with one 
dependent (maximum $39); 65% for 2 
dependents ($42 maximum); and 70% for 
three or more dependents (maximum $45 
over-all). Federal workers, self-em- 
ployeds, and the military services are 
excluded from these provisions because 
of present plans making provision for 
these groups. 


PUBLIC ASSISTANCE 


The present public assistance law 
covers three categories of persons; those 
65 years of age and older, ‘he blind, and 
dependent children under 1¢ years of age, 
under 18 if attending school. The benefits 
now payable are determined by the state 
of residence and are partially financed by 
the Federal Government on the basis of 
the matching formula.’ 


The proposed law would make it pos- 
sible for the state to extend the classifi- 
cation of persons eligible to receive aid 
almost limitlessly, and to permit abolition 
of categories where such appears desir- 
able. It provides for direct aid for medi- 
cal care for covered persons with the 
federal and state governments matching 
costs on the same basis proposed for cash 
benefits. Limits of aid in this category 
are set at $6 per month for each adult 
and $3 for each child. There are no limits 
as to the persons eligible to receive aid 
nor to the societies from which medical 
care may be acquired. The provisions for 
aid to training programs have been in- 
creased although the total program is 
not greatly different from the present. 

The matching formula proposed differs 
substantially from the present. Federal 
grants-in-aid for welfare service, medical 
care, and program administration, under 
the proposed formula will range from 
75% to 40% depending upon the rela- 
tionship between state and national per 
capita income. The amounts to be 
matched by the Federal Government may 
be as high as $50 per month for each of 


1See p. 15. 
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the first two needy persons in a family 
and $20 for each additional recipient. 


A number of changes in state admin- 
istration requirements have been pro- 
posed for inclusion in the Bill. Perhaps 
the most far reaching of these modifica- 
tions is that the plan must be adminis- 
tered by a single agency throughout the 
state and that minimum state-wide stand- 
ards must be established and imposed 
in all political subdivisions of the state. 
Categories of aid, if established, must 
be justified by the state and a reasonable 
justification for such categories must be 
established in the law. No state is per- 
mitted, under the proposal, to impose 
requirements as to citizenship or resi- 
dence, nor may the beneficiary be re- 
quired by the state to transfer property 
owned to the state government in re- 
turn for such aid. 


MEDICAL COVERAGE 
During the past month the proposal 
for a national health insurance scheme 
has been introduced. In some respects 
the new proposal is like Senate Bill 5 
introduced by Senator Murray early in 
this legislative session. Broadly, medical 
coverage is to be extended to all persons 
qualified under social security legisla- 
tion for benefits and is to be administered 
under a nation-wide health scheme with 
insurance benefits accruing to the agency 
furnishing health or medical assistance 
from a federal insurance fund. A national 
scale of payments for care and standards 
of coverage have been proposed and will, 
under the terms of such proposal, be 
made available to all qualified under the 
Act. Present estimates of the tax re- 
quired to finance the program amount 
to 1.5% each on the employer and em- 
ployee. There will be no limits to benefits 
other than disability which latter may 
supersede disability benefits attached to 
the O.A.S.I. Act, discussed above. 
There is apparently little likelihood 
that any final action will be taken on the 
Medical Insurance Bill this year. Hear- 
ings are scheduled and will be held to 
determine the type of plan and technique 
of administration best adapted to the 


situation in the United States. It is 
doubtful that if the present legislation 
were adopted it could be made effective 
before July, 1950. 


There are those who argue that the 
proposed 0O.A.S.I. legislation providing 
disability income removes the need for 
medical insurance or aid, to the extent, 
of course, that the insured’s earnings 
have been large enough to qualify under 
the Act. Such is questionable, at least 
at present, when the vast majority of the 
American workers will be eligible for 
less than $20 per week under the dis- 
ability provisions, a sum which is hardly 
adequate to sustain a family at present 
standards much less to meet the added 
costs of medical care necessitated by an 
extended illness. Because so little infor- 
mation is available on this legislation, it 
is not possible to prepare a detailed 
analysis of the coverage.’ 


CONCLUDING OBSERVATIONS 

It seems apparent that social security 
legislation is desired by the American 
people as a means of providing some 
modicum of security for all persons, with 
particular emphasis on the lowest income 
groups. Such an attitude seems to stem 
primarily from the fact that an increas- 
ingly large number of workers are de- 
pendent on the industrial system for 
their livelihood, having little or no con- 
trol in most respects, over the availability 
of work either for a particular skill or 
general employment levels. Having 
neither the family ties nor the basic 
means of support available in a primarily 
agrarian economy, it has become impera- 
tive that the individual in an industrial 
system make some adjustment that will 
enable him to meet the economic emer- 
gencies confronting him. As was amply 
illustrated in the 1930’s, such was diffi- 
cult for a large group of employees 
of the lowest income level and a problem 
for others whose assets were frozen or 


1The next issue of this Bulletin will 
carry an article analyzing the administra- 
tion bill and some of the arguments 
pro and con upon it. The social and eco- 
nomic aspects of it will be checked against 
the physical benefits to be derived. 
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lost in the financial chaos attendant upon 
the depression of the 1930’s. 


The Congress in facing this problem in 
1935, rightly or wrongly, placed the 
Federal Government in the position of 
assuming liability for these circum- 
stances. The implication of the program 
then adopted is, superficially, to increase 
the standard and status of living of the 
low income segment of the total popula- 
tion. The economic implications for the 
economy are far reaching. The costs are 
borne by the system and a real reduction 
in some incomes and very different pat- 
tern of Gross National Product utiliza- 
tion must follow. 


The relative maturity of the American 
economy, i.e., the relative stability of 
population growth offset by relative 
stability of production has been respon- 
sible for considerable adjustments within 
the economic system during the past 
fifteen years. It is to be remembered that 
during the long history of the United 


States our chief asset in terms of eco- 
nomic growth has been our propensity 
to form capital at a rate which could 
sustain technological change. To reduce 
this rate by increasing present propensi- 
ties to consume may be to reduce the 
rate of economic progress and national 
as well as individual income and stand- 
ards of living in the next and succeeding 
generations. Ultimately this would mean 
that the new generation would have a re- 
duced amount of capital available to make 
technological change while at the same 
time it would have to bear an increased 
burden of social security costs. Thus, the 
need for security would be met at the ex- 
pense of progress which in itself could 
facilitate meeting future needs in terms 
of productivity. While controversy on 
social philosophy cannot always be re- 
solved by canons of strict economic logic, 
society should be apprised of the costs of 
security, both present and future, before 
making any decision as to the acceptabil- 
ity of such a system. 


Burma—A Case Study in Nationalization 


by ROBERT M. SPARKS} 


INTRODUCTION 

Behind the strife and confusion that is 
Burma today lie the self-government 
efforts of a nation recently emerged from 
colonialism. Deeper still lie the idealistic 
attempts of Burma’s youthful leadership 
to guide the future of the nation toward 
a program of socialization and industrial- 
ization—both innovations in a new nation. 


This paper will restrict itself to an 
evaluation of some of the major problems 
faced by Burma in the early stages of 
its nationalization. Since Burma is pri- 
marily agricultural, the conversion of 
such a state to socialism presents a par- 
ticular problem, one not usually encoun- 
tered where an industrial plant is in full 
operation and a difficult one because of 
the high capital demands which must be 
met by such a move. The industrializa- 
tion phase of the problem is further com- 
plicated by civil war and internal strife 
among the native factions, active since its 
divorcement from India in 1937 and par- 
ticularly since its grant of independence 
in 1946. Some observations on the actual 
status of the process to the end of 1948 
may throw some further light on the 
applicability of these procedures to other 
nations pursuing the same ends. 


THEORETICAL CONSIDERATIONS 
An evaluation of any type of system 
can only be made by testing it against 
known and proven operations. Moreover 
the development of any new scheme is 
but an outgrowth of the present. It 
seems worthwhile therefore to summarize 
the principles governing the function of 
a capitalistic economy. It is predicated 
upon the automatic functioning of certain 


tRobert M. Sparks is a candidate for the 
degree of Master of Arts in the Teachers 
College at Temple University. He has 
written his thesis, “The Nationalization of 
Burma” under the direction of Dr. Russell 
H. Mack and Mr. John F. Adams of the 
Economics Department as a part of one 
of the External Research Programs now 
being carried on by the United States 
Department of State at Temple Univer- 
sity. This article is a resume of parts of 
this paper. 


basic forces. These include: the free in- 
terplay of supply, demand, and prices in 
the free market; the principle of con- 
tinuity with its resultant effects on prices. 
The principle of continuous substitution, 
the principle of indifference, and the 
marginal analysis which is based on cost 
and utilities, all are fundamental to the 
attainment of an equilibrium. The basic 
economic institutions of a capitalistic 
society are private property, the profit 
motive, free competition, and individual 
enterprise. According to neo-classical ec- 
onomic doctrine the free interplay of 
these forces obviates the necessity for 
more than a minimum of external di- 
rection. 

The socialist contends that the capital- 
istic system is inherently unstable, pre- 
disposed to an inequitable distribution of 
income and wealth, and to an irrational 
allocation of natural and human re- 
sources. Although socialist thinkers usu- 
ally agree on these points there are some 
differences in the basic solutions proposed 
for achieving these goals as between the 
State and the Marxian Socialists. In 
Burma the leadership reveres and pur- 
ports to follow the teachings of Karl 
Marx. Practically, however, their actions 
follow the lines of State Socialism. Thus 
it will aid the analysis of current eco- 
nomic processes in that country to estab- 
lish the basic differences between these 
two forms of socialism. 

Both philosophies are similar in that 
they delineate a powerful role for the 
state. A greater willingness to compro- 
mise in the interests of immediately 
practical results as well as to retain 
much of the fundamental character of the 
existing order characterizes the State as 
opposed to Marxian Socialism. The for- 
mer would retain a certain amount of 
competition during the process of nation- 
alization and would base its transition 
upon the exercise of democratic processes 
with a flat rejection of violence, while 
Marxian Socialism would be based upon 
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armed revolution and minority control. 
The systems may be further different- 
iated by contrasting the nationalism of 
State Socialism with the internationalism 
of Marxism. In practice this manifests 
itself in the Marxian insistence on a 
pro-Russian policy whereas the State 
Socialists, as represented by the Burmese 
leadership, insist upon complete political 
and economic independence and call for 
the establishment of equally friendly 
relations with all nations. 


PRACTICAL ISSUES IN 
THE EARLY STAGES 
OF NATIONALIZATION 


The pace at which the program of 
nationalization is to be presented is the 
first problem confronting a state intro- 
ducing a program of socialization. Voices 
will be heard in defense of revolution and 
immediate total nationalization, an in- 
sistence that socialism must carry out its 
program boldly or not at all. It will be 
urged by others that gradual national- 
ization cannot succeed because of a lack 
of inducement for the businessman to 
make the necessary investments and 
improvements in capital and plant and 
to manage them efficiently. In the Marx- 
ian view this latter situation would result 
in constant friction during the transition 
period and probable industrial break- 
downs. Those who favor gradual social- 
ization, however, hold that any political 
philosophy may be successful only if 
production is uninterrupted. Where demo- 
cratic processes are continued during the 
transition period, the entrepreneurs will 
still have some hope of either retarding 
the nationalization process or of revers- 
ing policy and returning to the free enter- 
prise system, An assurance that compen- 
sation in direct proportion to the condi- 
tion of the enterprise will be received 
makes it advantageous to all parties to 
maintain plants in top condition. Further- 
more, the loss of technical skills and 
physical destruction likely to accompany 
a violent revolution are precluded by this 
view, thus strengthening the initial 
stages of socialization. 

Compensation for or direct confiscation 


of the enterprises to be nationalized 
becomes the second major issue. Any- 
thing other than outright confiscation, 
according to the Marxians, would defeat 
the purpose of Socialism because com- 
pensation and gradual confiscation would 
both entail payments of unearned equi- 
ties and provide, for a time, a body of 
parasitic idlers whose presence might 
lower morale of the workers. State 
Socialists, however, make the determin- 
ing factor maximum benefits to society. 
This, they say, demands retention of 
technical skills usually concentrated in 
the upper middle class in a capitalistic 
society. 

The Burman view lies somewhere be- 
tween these opposing positions and holds 
that each case should be decided on its 
own merits. In substance it is contended 
that some compensation should be paid 
for capital goods. The problem is further 
complicated, however, by foreign capital 
relations, particularly in a country such 
as Burma where colonial capital develop- 
ment has been important. Here the nation 
must proceed with extreme caution for 
if expropriation of foreign capital is 
proposed, the rupture of diplomatic rela- 
tions or even war could result. Moreover, 
it may have considerable ramifications 
for the foreign trade with the nation 
whose citizens have been victimized. 

The Anglo-Burmese Treaty concluded 
in London in October, 1947 raised this 
issue when it provided for compensation 
for expropriated industries. Although 
established in principle, the details of 
implementation have been the subject of 
discussion during recent months. The 
determination of a fair value for the 
property to be taken over has been one 
of the knotty problems. The proposal of 
the Burmese that compensation be paid 
in non-convertible bonds, redeemable in 
annual installment on the condition that 
moneys paid out would be reinvested in 
government approved productive enter- 
prises in Burma has been the subject of 
an official protest by the British Govern- 
ment." 


an London, January 8, 1949. pp. 
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GENERAL PROVISIONS OF THE 
TWO-YEAR PLAN FOR BURMA 

The Two Year Plan of Economic De- 
velopment for Burma makes clear the 
desire of the Burmese leadership for a 
gradual policy of socialization. This Plan 
had its inception at the first Rehabilita- 
tion Conference of post-war Burma held 
in Rangoon on June 6, 1947. About a 
month later the work was interrupted 
by the assassination of eight Cabinet 
members, many of whom were partici- 
pating in the Conference. When the work 
was renewed it was put in charge of the 
newly instituted Economic Planning 
Board. 

The philosophy of the Plan parallels 
the basic tenets of State Socialism. The 
general aims of the Plan are broken down 
into two categories. First, the short run 
aims include recovery from the devasta- 
tion of war and the securing of a sub- 
stantial increase in national wealth. 
Second, the long run objectives empha- 
size the importance of laying the founda- 
tions for a balanced economy by planning. 

The Plan is implemented by the 
National Planning Board consisting of 
most of the Cabinet and nine other mem- 
bers appointed by the Government, which 
agency is responsible to the Ministry of 
National Planning. Its functions are to 
survey the economic and other resources 
and evolve a plan of economic develop- 
ment for the approval of the Govern- 
ment. It coordinates, supervises, and 
superintends the activities of the Min- 
istries in the execution of this plan. It 
will be guided by such policy instructions 
as may be given it by the Ministry. In 
practice, legislative authorization for the 
nationalization of each industry has led 
to the appointment of a separate board 
to supervise it. 

INDUSTRIALIZATION PROBLEMS 

The Two Year Plan calls for a program 
of industrialization, the fulfillment of 
which would strain the potential re- 
sources of such a nation under the best 
of conditions. Inasmuch as the Govern- 

4Such boards have been set up for: tim- 


ber, inland water transportation, and the 
spinning and weaving industry. ‘ 


ment of Burma is committed to a policy 
of economic planning these industrial 
aims must necessarily be consistent with 
national policy. 
AGRICULTURE 

Prior to the war Burma had a private 
enterprise economy which was over- 
whelmingly agricultural, over 65% of 
the population being so occupied. From 
1936 to 1940 Burma was responsible for 
v1.1% of the total world exports of rice. 
In Burma 65% of the total crop area 
was devoted to rice and 50% of its total 
pre-war exports were of that commodity. 
Thus it was almost literally true that as 
rice went so went Burma. 


At the outbreak of the war the most 
perplexing agricultural problems were 
land alienation, tenancy, and farm credit. 
The growing of a sizable crop for export 
required an initial investment in cattle, 
seeds, and equipment which the farmer 
seldom had. Thus the moneylender was 
a necessary and readily available adjunct 
to commercial rice cultivation. But the 
cultivators were not financially compe- 
tent. They could not evaluate a proper 
interest rate nor a proper amount to 
borrow. Much land became heavily mort- 
gaged and sold for debt. Thus the prob- 
lem of absentee ownership became in- 
creasingly important. Since many of the 
moneylenders were Indian Chettyars’ a 
non-resident factor was added to an al- 
ready difficult problem. With the growth 
of the size of the landholdings induced 
by mortgage it was logical that land 
tenancy should increase. 


Agriculture in Burma today is faced 
with the problem of motive power 
brought on by the destruction of oxen 
during the war. If tractors could be 
secured for use in Northern Burma where 
dry cultivation is characteristic it would 
be possible to shift cattle to Lower 
Burma where, because of paddy* pro- 
duction, mechanization is impractical. 
Even in the dry zones, however, the 

1IImmigrants originally from Chettinad, 
Madras Presidency, South India where 
they had built up a great capital by gen- 
erations of moneylending. 


*Small inundated fields separated by 
dykes, largely hand cultivated. 


i 


BURMA—A CASE STUDY IN NATIONALIZATION 25 


potentialities of mechanized farming be- 
cause of the large number of small, sub- 
sistence type farms, would be limited. 
That the Planners are working toward 
a resolution of this riddle is evidenced 
in the following quotation from the Two 
Year Plan: “Serious consideration must 
be given to the conversion of the cattle 
economy handed down to us by our fore- 
fathers to a mechanized economy, for if 
this were feasible and proved to be suited 
to our national character and social 
structure, many of the problems that now 
face agriculture . . . will disappear.” 

The achievement of the Plan’s goals 
for the mechanization of agriculture will 
be essential to permit the accomplish- 
ment of industrialization. Any increase 
in the number of industrial workers must 
come in the short run from agriculture. 
Such change would have to be induced 
by increasing productivity per agricul- 
tural worker or direct immigration. The 
violation of such considerations would 
enhance the possibility that too rapid 
expansion of industrial capacity might 
create hunger rather than lift the stand- 
ard of living. This was the opinion voiced 
by the United States delegate to the 
Lapstone (New South Wales) Session of 
the Economic Committee for Asia and 
the Far East in December, 1948. The 
Philippine delegate feared unemployment 
as a direct result of agricultural mechan- 
ization. The solution probably lies in long 
term increases in productivity, parallel- 
ing expansion of industry. In this way a 
relatively frictionless shift in proportions 
of manpower used in the various seg- 
ments of the economy would be accom- 
plished. 


LABOR-CAPITAL BALANCE 

The necessity for economic balance is 
also apparent in the problem of achiev- 
ing a workable relationship between the 
use of labor and capital. Notwithstanding 
the fact that the Indian study cited in 
Table I involves an underdevoiped econ- 
omy with a much heavier population 
than Burma, the figures are still applic- 
able to Burma’s situation. The 1931 
Census showed that cotton weaving was 
the most widespread cottage industry in 
Burma, which group according to the 
Indian study (see Table I) requires 
thirty-four laborers per unit of capital 
investment. The Two Year Plan gives 
much attention to the introduction of 
power machines in the textile industry. 
It may be assumed that in the early 
stages experience would parallel that 
listed in Table I for power loom (small 
scale industry) and automatic loom (cot- 
tage type) industries. Further, it con- 
templates the establishment of one large 
scale modern mill in the Rangoon area 
where a large market exists and where 
labor is available. Thus there seems to 
be some recognition by the planners that 
“the choice of a system of production in- 
volving the use of a large proportion of 
labor and a small proportion of capital 
per unit of output is particularly advan- 
tageous during the early stages of indus- 
trialization because it makes it possible 
both to utilize more fully the available 
supply of labor and to husband the lim- 
ited supply of capital.’” 


iLeague of Nations, “Industrialization 
and Foreign Trade,” 1945, p. 53. 


TABLE I 
Use of Capital in the Indian Weaving Industry 
Amount 
Capital Output Ratio of of labor 
Investment per capital employed 
Method of per worker worker to per unit 
Production rupees rupees output of capital 
Modern mill (large scale industry). .1,200 650 1.9 1.0 
Power loom (small scale industry)... 300 200 1.5 4.0 
Automatic loom (cottage industry)... 90 80 11 13.0 
Handloom (cottage industry) ....... 35 45 0.8 34.0 


Source: League of Nations, “Industrialization and Foreign Trade” 1945, p. 50. 
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TECHNICAL SKILL AND 
NATURAL RESOURCES 

The Two Year Plan expresses the de- 
termination that “the profit motive and 
other considerations which usually gov- 
ern industries in a capitalist economy 
shall not be allowed to determine the de- 
velopment of basic industries in inde- 
pendent Burma. All such industries shall 
be established and developed as State 
Enterprise.” Yet there are many indi- 
cations that industrialization and nation- 
alization will proceed with a degree of 
caution dictated by fact. In the words of 
the late U Tin Tut, the former Finance 
Minister, “No amount of State Socialism 
will give the Burman the training and 
experience he lacks in commerce and in- 
dustry and a wise Burmese government 
will need to go slowly and utilize to the 
full non-Burmese skill and experience 
during a transition period which must 
necessarily be long, as business experi- 
ence cannot be acquired in a day.’” The 
entrepreneurial and managerial skill so 
vital to modern industry have been for- 
eign, mainly Indian, Chinese, and Euro- 
pean with the latter holding a majority of 
the managerial positions. 


RESOURCES 


The industrial development of any 
nation will be dependent to a large degree 
on the nature and extent of its natural 
resources. The planners of Burma have 
admitted a lack of knowledge of the re- 
sources of the nation and therefore have 
stressed the importance of undertaking 
a comprehensive survey immediately, Al- 
though this was begun last year the pro- 
gram has been curtailed by the recent 
Karen uprising. Burma lacks a supply 
of any type of coal, one of the most im- 
portant mineral requirements for indus- 
trialization. In view of this dearth of 
coal it is not surprising that such elec- 
tricity as was available in pre-war Burma 
was generated with diesel oil. The res- 
toration of much of the pre-war elec- 


1Two Year Plan, p. 21. 
*J. Russell Andrus. Burmese Economic 
University Press, 1947, pp. 


tric capacity will depend, therefore, upon 
the rehabilitation of the sources of pe- 
troleum supply. 


Burma has deposits of certain other 
minerals but they were almost entirely 
exported in the raw or semi-finished 
state. Most of the mineral production of 
the nation comes from two famous mines 
—the Bawdwin and the Mawchi. These 
mines produce silver, copper, antimonial 
lead, nickel speiss, cobalt, tin tungsten, 
and zinc. 

Regaining prewar capacity in both 
petroleum and metals depends mainly 
upon the stabilization of the political 
situation, rehabilitation of plant and 
equipment, and re-establishment of trans- 
portation facilities. In the case of metals 
there is an additional problem of dwind- 
ling reserves which contributes to rising 
costs of production now beginning to ap- 
proach the prohibitive stage. Tin and 
tungsten are present in sufficient quan- 
tity to guarantee a sizable output for 
many years. As for the silver, copper, 
antimonial lead, nickel speiss, and cobalt 
of the Bawdwin mine, all that can be 
safely predicted is that the mine will 
continue to be one of the world’s great- 
est producers for at least a few years, 
if fully restored to operation. Iron is 
almost totally lacking for all industrial 
purposes.’ Burma possesses good poten- 
tialities in natural gas resources which 
have as yet not been realized. Water for 
hydro-electric purposes is a good pros- 
pect but as yet uncertain in extent. Al- 
though Burma is not poor in natural re- 
sources there are indications that only 
moderate development along industrial 
lines will be feasible. 


SOME FISCAL ASPECTS 
OF THE PROGRAM 

The fiscal policy of a nation undertak- 
ing nationalization and simultaneous in- 
dustrialization must involve high capital 
expenses. In Burma, expenses such as 
the sending of state scholars to distant 


1The planners dream of a steel re-rolling 
factory “for the utilization of the scrap 
metal lying all over Burma” but it appears 
overly optimistic for many reasons. Two 
Year Plan, op. cit. p. 25. 
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lands, extensive geological surveys, eco- 
nomic investigations, development of ed- 
ucational and welfare facilities, the 
experimental mechanized farms, and 
many similar projects prepare for future 
development but strain the current bud- 
gets. Such long run desires accompanied 
by short run aims, which are also finan- 
cially difficult of achievement are likely 
to provide a severe test of the Burmese 
ability to muster sizable figures in 
national government revenue from taxa- 
tion, debt creation, use of personal 
savings, and/or foreign exchange. In the 
last analysis it must be through a com- 
bination of these that the Burmese Gov- 
ernment will pay for the materials and 
services demanded by the hopeful aims 
of the Plan. 


HISTORICAL BACKGROUNDS 
OF FISCAL POLICY 

Burma was a province of India until 
1937. “Prior to the separation, customs, 
income tax, salt revenue, and excise 
duties were collected as central revenue.”” 
The chief expenditures prior to the sep- 
aration were for police and pensions with 
a sizable portion assigned to general ad- 
ministration, civil works, and defense. 
Only expenditures directly concerned 
with the administration of the Burmese 
government were charged to Burmese 
revenue, 

After the separation, land revenue ac- 
counted for about one-fourth of the total 
income in th¢ first year. This proportion 
declined in later years. Other important 
sources of revenue included customs, for- 
ests, excise duties, and income taxes. A 
growing, though by no means major 
source of income, is the lottery. 

Post separation expenditures were be- 
low revenue receipts except as the de- 
fense and war program of 1940-41 and 
1941-42 resulted in deficits. In most years, 
aside from war induced military ex- 
penses, the largest single item has been 
police expenditure. This is probably the 
result of the low level of total govern- 
ment activities, almost exclusively re- 
stricted to the exercise of police powers. 


1J. Russell Andrus, op. cit. p. 316. 


At no time since the end of the war 
has the budget of Burma been balanced. 
The need for revenue led to substantial 
increases in excise taxes and in the “bet- 
ting” tax imposed on September 26, 
1946. New tax measures included an in- 
come tax on agricultural income which, 
by exempting cultivators, fell upon large 
landlords and moneylenders and produced 
an estimated Rs. 100,000,000. The Gov- 
ernment at about the same time offered 
Rs. 20,000,000 in three month Treasury 
Bills at 0.75% which were oversubscribed. 
The real solution to the immediate prob- 
lem in 1946-47, however, was found in a 
British loan. This loan was converted 
partially to a grant by the terms of the 
Treaty between the United Kingdom and 
the Union of Burma signed in London in 
October, 1947. By its terms, 15 million 
pounds of the sums advanced by Britain 
were cancelled and the remainder was 
made payable in 20 yearly installment 
without interest, beginning not later 
than 1952. 

PRESENT FISCAL PLANS 

The last fiscal year (1948) which dates 
from October showed an estimated deficit 
of about Rs. 50,000,000. This figure does 
not take into consideration certain ad- 
verse developments during the late sum- 
mer of 1948. The ramifications of these 
political and economic events (notably 
the interruption of rice export by civil 
strife) has been “sufficient to cause a 
further deficit of approximately 66,000,- 
000 rupees, leaving a total revenue deficit 
for 1947-48 of approximately 115,000,000 
rupees." The 1948-49 deficit estimated 
by the Office of International Trade of 
the United States Department of Com- 
merce was set at about Rs. 326,000,000. 


Measures to meet this deficit include 
the sale of Treasury Bills and the sale 
of Savings Certificates. The latter was 
to have been “pursued with energy and 
backed up with intensive propaganda 
against luxury expenditure and locking 
up valuable capital in the form of jewel- 


wae Commerce Weekly, January 10, 
p. 

2Foreign Commerce Weekly, April 4, 
1949, p. 21. 


28 BURMA—A CASE STUDY IN NATIONALIZATION 


ries and other productive hoards.” An- 
other revenue provision of the plan con- 
sidered a new device. The plan provided 
“the introduction during 1948 
of compulsory life insurance for govern- 
ment servants. Such a scheme will pro- 
vide, in addition to making provision for 
old age and for widows and families of 
deceased Government servants, a capital 
reserve which may be used as a source 
of finance for developmental purposes.” 
It was intended that the plan at its in- 
ception cover government servants and 
that it be extended to employees of quasi- 
government organizations at a later date. 

Funds derived from such projects may 
be diverted to the newly devised Na- 
tional Development Fund. In this case 
they would not appear in the regular bud- 
get but would be carried in a sort of 
trust fund account which has also been 
used for government profits accruing 
from exports of rice and teak. In this 
way the Government shows only a part 
of its deficit in the regular budget ac- 
count. 

As in other post-war years this bud- 
getary deficit may be covered by a Brit- 
ish loan. By June 1, 1948 such loans and 
grants from the United Kingdom to 
Burma has totaled U. S. $122 million. 
Currently this aid may materialize as a 
result of the Dominion Conference initi- 
ated by the United Kingdom at which 
the problems of Burma were discussed by 
India, Pakistan, Australia, the United 
Kingdom, and Ceylon. The Conference 
agreed unanimously that Burma’s recon- 
struction would be impossible without a 
quick settlement of internal strife. It 
was realized that stability was necessary 
for the achievement of maximum produc- 
tion in all segments of the economy and 
for the implementation of the Two Year 
Plan. 

LIMITATIONS OF FUTURE 
FISCAL PLANS 

The accomplishment of the Plan, how- 
ever, will also rest upon the ability of 
the nation to secure capital. British rule 
encouraged private enterprise and this 


1Ibid. p. 47. 


factor was instrumental in the large 
scale development of oil fields, mines, and 
other profitable business. If foreign cap- 
ital is invited to participate in the indus- 
trialization of the nation it would be con- 
trolled and directed by the Government of 
Burma. Care would be taken to assure 
Burma an equitable share of the profits 
of the enterprise. There also would be 
stipulations requiring the participation 
of Burmese investors, the training of 
Burmans in the industry concerned, and 
the employment of Burmans in manage- 
ment. 


Financial aid may also be forthcom- 
ing from international agencies, The 
problem has received much attention at 
sessions of the Economic Commission for 
Asia and the Far East. The Industrial 
Working Party appointed by E.C.A.F.E. 
to study the matter of financial aid to 
Asiatic countries announced its recom- 
mendations at the meeting held in Lap- 
stone during December, 1948. The gist 
of the recommendations was the proposal 
of a five year Master Plan for reconstruc- 
tion in Asia calling for the expenditure 
of U. S. $18,600,000,000 of which U. S. 
$6,000,000,000 would be raised in Asia. 
As a member of the United Nations, 
Burma has participated in these discus- 
sions and would presumably participate 
in any plan developed by the E.C.A.F.E. 
or the Economic and Social Council. 


INTERNATIONAL TRADE 
RELATIONSHIPS 

Regardless of outside assistance, how- 
ever, Burma must look to her foreign 
trade for the increase in the standard of 
living she hopes to attain. It will be re- 
membered that Burma has been respon- 
sible for nearly two-fifths of the world 
total rice exports during previous years. 
India has taken from one-half to two- 
thirds of this total. The predominance of 
India as an export market for Burma’s 
rice as well as her oil and teak is prob- 
ably due to proximity of the ports of the 
two nations. The Indian need for surplus 
Burma products, the existence of free 
trade between the two countries with 
mildly protective tariffs against other 


i 
= 
| 
° 
| 


BURMA-—A CASE STUDY IN NATIONALIZATION 29 


foreign goods, the use of the same cur- 
rency after the Separation, and the fact 
that both the internal and external trade 
of Burma was largely in Indian hands, 
also have had bearing on this relation- 
ship. 

The trade not handled by India was 
heavily concentrated in other Empire 
nations. This is partially attributable to 
the Ottowa Agreements of 1932, although 
the condition existed before that date. 
The British in Burma were in an advan- 
tageous position to capitalize on the for- 
eign trade since they had firms of their 
own nationality strategically situated in 
many lines of industry and since prac- 
tically all the ships calling at Rangoon 
were British. 

Japan and the United States took little 
in the way of Burmese exports but did 
supply sizable proportions of Burma’s 
imports. That these nations were able 
to find close sources for the bulky mate- 
rials Burma exports while the latter 
could not easily find other sources for 
the wide variety of manufactured goods 
with high value and small bulk which 
these nations only could supply seems 
accountabie for this condition. 

Burma’s international trade position 
today is much like that of many other 
nations throughout the world. The short- 
age of foreign exchange has necessitated 
the institution of strict control over all 
international transactions. 

Burma participated in the General 
Agreements on Tariffs and Trade signed 
at Geneva October 30, 1947. By this 
Agreement Burma promised to reduce or 
eliminate the margin of preference en- 
joyed by goods originating in the United 
Kingdom, British Colonies, or India. Al- 
though Indian and United Kingdom pref- 
erences varying from 5 to 25% still re- 
main on many items,’ a major step to- 
ward fewer restrictions and a more lib- 
eral trade policy was established by 

1“Burma’s postwar tariff system as pub- 
lished in 1946 and 1947 levied duties of 
25% to 75% (mostly 30-35%) on a great 
variety of goods from non-empire coun- 
tries, against 10% to 50% rp 20-25%) 
on goods from the United Kingdom At 


10% or no duty at all goods from India.” 
J. Russell Andrus, op. cit., p. 187. 


Burma. This had a tendency to place the 
United States in a better position to com- 
pete for Burmese trade. 

BURMA AND THE INTERNA- 
TIONAL TRADE ORGANIZATION 

Burma also demonstrated her desire 
to share in progressive steps for the es- 
tablishment of a more liberal interna- 
tional trade situation by taking part in 
the talks which led to the Havana 
Charter for an International Trade Or- 
ganization. If this Charter should become 
effective there are several Articles which 
would have specific applicability to the 
problems of Burma, 

Article 18 of the Charter gives special 
consideration to nations embarking on a 
program of industrialization. It recog- 
nizes the possible justification, under cer- 
tain conditions, for governmental assist- 
ance to new industries in the form of pro- 
tective measures. It, therefore, sets down 
carefully the conditions under which such 
protective measures will be taken. 

Article 15 provides similar treatment 
for new preferential agreements. Its 
object is to limit the scope of these agree- 
ments by imposing a requirement for 
the ratification by two-thirds of the mem- 
ber nations and subjecting it to possible 
veto by any nation proving it injurious 
to its status. Inasmuch as the Charter 
recognizes that the two-thirds vote may 
be waived in cases where the parties 
are territorially contiguous or in the 
same economic region, Burma may find 
it possible to extend preferential treat- 
ment to India. 

The dilemma of the conflict between 
state and private enterprise is treated 
in Article 29 which states that the for- 
mer shall “act in a manner consistent 
with the general principles of non-dis- 
criminatory treatment prescribed in this 
Charter for Governmental measures 
affecting imports or exports by private 
traders." There might be some difficulty 
in enforcing a regulation which requires 
that a sovereign state conduct an enter- 
prise “solely in accordance with commer- 


International Trade Organizati: 
ter, Article 29, 1(a). —— 
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cial considerations’’ when that state’s 
policy provides that: “The profit motive 
and other considerations which usually 
govern industries in a capitalist economy 
shall not be allowed to determine the de- 
velopment of basic industries in Inde- 
pendent Burma.” 


POLITICAL CONDITIONS 
REQUISITE TO SUCCESSFUL 
PLANNING IN BURMA 

Political stability requires the rap- 
prochement of three major dissident ele- 
ments: the People’s Volunteer Organi- 
zation, the Communists, and the Karens. 
The P.V.O. was originally the special 
military arm of U Aung San, the leader 
who guided the Burmese drive for inde- 
pendence. This group broke away from 
the Anti-Fascist People’s Freedom 
League during July, 1948 as a result of 
disagreements with the government’s 
handling of the Communist revolt. The 
P.V.O. are not Communists themselves 
but they feel that a program of Leftist 
Unity such as that Thakin Nu proclaimed 
in June, 1948 should go a step further and 
achieve complete unity by bringing the 
Communists back into the A.F.P.F.L. 

The Communists have been in open re- 
volt almost from the time of the original 
announcement of Burmese freedom early 
in 1947. The basis for their dissension is 
the fact that freedom entailed negotia- 
tion with Great Britain. They hold that 
the product of this negotiation leaves 
Britain with a stranglehold on Burma 
economically through monetary arrange- 
ments and militarily through the partici- 
pation of a British military mission de- 
signed to help build the Burma Army. In 
any event, say the Communists, freedom 
must be wrested, not negotiated. Ap- 
parently they could overlook this detail 
if the government would consent to a 
coalition and a foreign policy oriented to 
Russia. Thakin Nu, on the other hand, is 
striving for national unity, a principle 
which when announced publicly, included 
a foreign policy oriented to all countries 
equally as the first of fifteen points. The 


Paragraph 1(b). 
2Two Year Plan, op. cit., p. 21. 


peaceful solution of the Communist prob- 
lem will be relatively more difficult so 
long as transportation and communica- 
tions with the hinterland remain poor and 
the Burmese Army is still in the build- 
ing process. 

The receptivity of the Burman to 
Communist propaganda is not clear but 
there are signs that some progress along 
this line has been made, The Buddhist 
tendency to stress the mind and morals 
as opposed to material things could ra- 
tionalize the Communist view. Added to 
this is the idea that everything in this 
world is transient and in the words of 
Thakin Nu, “Property is meant not to be 
saved, not for gains, not for comfort. It is 
to be used by men to meet their needs in 
respect of clothing, food, and habitation 
in their journey towards Nirvana.” On 
the other hand, Thakin Nu’s program may 
provide an environment in which the Bur- 
man agriculturist would thrive under a 
much milder collectivist system than that 
proposed by the Communists. 

The probable acceptance of this milder 
degree of socialism seems to be indicated 
by the fact that the Government’s actions 
have not been as far left as its speeches. 
Assuming the present leadership man- 
ages to remain in power it does not seem 
likely that any radical policy departures 
in the pace of nationalization and the 
means and rates of compensation will 
occur. None of the events of the past 
year give any indication that Burma’s 
leaders have turned from a program of 
pragmatic State Socialism to one of rad- 
ical Marxian Socialism. Such companies 
as the Burma Oil Company, owner of 
75% of the oil capacity, and the Burma 
Corporation, owner of the major mining 
enterprises, probably will continue op- 
erations as private concerns for many 
years. Most of the other large scale 
enterprises, however, will be operated by 
the Government. 

The third major dissident element 
blocking political stability is the Karen. 
All records of history show this group 
as a separate racial identity which has 


1Report of a speech before Parliament. 
New Times of Burma, October 12, 1948. 
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not mixed with its neighbors. The Karen 
was an Animist, retiring in nature, who 
after being driven into the mountainous 
country to the east of Burma proper and 
to the south of the Shan States, lived 
there for centuries in isolation. With the 
advent of the British the Karen moved 
into the plains areas of Burma establish- 
ing themselves in little, isolated hamlets. 
The fact that they so enthusiastically 
embraced Christianity set them further 
apart from the Burmese. This was fur- 
ther aggravated when the former re- 
ceived a measure of preferential treat- 
ment by the British. The Karen main- 
tained a pro-British attitude throughout 
the war in contrast to the Burman atti- 
tude of indepedence, and began to cherish 
hopes of an independent state. To this 
end there was a Karen Goodwill Mission 
to England after the war which was 
unsuccessful in achieving its goal. There- 
after the Atlee-Aung San Burma Inde- 
pendence Agreement was met by the 
Karen boycott of the elections of April, 
1947. Despite this, the Burmese made 
great efforts to reconcile them by provid- 
ing a liberal degree of autonomy for 
them in the Constitution. When, on July 
27, 1948, the Executive Committee of the 
Karen National Union issued an appeal 
for non-aggression and non-violence (to- 
ward the Burmese Government) it ap- 
peared that Thakin Nu’s drive for 
national unity was approaching success. 
However, the pledge contained the fol- 
lowing statement, giving a clue to the 
underlying attitudes of these people. It 
stated: “Events have convinced us that 
it is the Karen who will determine to a 
very large extent the pace at which the 
peace, progress, and prosperity of Burma 
shall be established.” 

As though to prove the point the Karen 
conducted an armed revolt beginning 
early in September which still continued 
in the spring of 1949, notwithstanding 
the work of a Peace Commission estab- 
lished on October 14, 1948. The chief 


obstacles seem to be, first, a settlement 
of the Karen problem as to the size of 
the new Karen State (which the Burma 
Government is reportedly ready to grant) 
and, second, whether the new Karen 
State, which is to have a loose connec- 
tion with the Burma Union, will be per- 
mitted to maintain its own Army. 


If these three political elements—the 
P.V.O., the Communist, and the Karen— 
become reconciled to the present regime 
in Burma it would appear that socializa- 
tion may become the policy in Burma for 
the time being. 


CONCLUDING OBSERVATIONS ON 
NATIONALIZATION AS 
APPLIED IN BURMA 


The Burman is certainly not an effi- 
cient businessman by Western standards. 
He has been conditioned by forces of his- 
tory and religion to view the acquisitive- 
ness of the West with disdain and sus- 
picion. Hence, some degree of govern- 
ment supervision and international liai- 
son may be essential to initiate a nation- 
wide industrialization program. Obvi- 
ously the policy of industrialization re- 
quires the formation of capital. In a 
backward nation and one where internal 
instability has marked so much of recent 
history, there is little capital available 
within the nation to permit development. 
Thus recourse to international aid is 
essential. Political stability and govern- 
ment assurances of security of capital 
and national direction would appear to 
aid the flow. Burma possesses the natural 
and human resources necessary for a 
substantially higher standard of living. 
With capital aid this may be achieved. 

The socialistic form of government 
may be a preliminary advantage to this 
development in that it provides a means 
of unifying the various elements within 
the economy, but in international as well 
as internal developmental processes, 
serious question may be raised as to the 
long run advisability of this form. 
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